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  ACE	  Research	  Vignette:	  To	  Grow	  or	  Not	  To	  Grow	  –	  That's	  the	  Question	  	  
	  
This	  series	  of	  research	  vignettes	  is	  aimed	  at	  sharing	  current	  and	  interesting	  research	  findings	  from	  our	  team	  of	  
international	  Entrepreneurship	  researchers.	  In	  this	  vignette,	  Professor	  Per	  Davidsson	  considers	  some	  of	  the	  dynamics	  
associated	  with	  firm	  growth.	  
	  
Background	  and	  Research	  Question	  
	  
Most	  theories	  in	  economics	  and	  business	  –	  and	  some	  policy	  programs	  –	  take	  managers’	  and	  owners’	  willingness	  to	  
expand	  their	  firms	  for	  granted.	  However,	  one	  only	  has	  to	  talk	  to	  a	  few	  small	  firm	  owner-­‐managers	  to	  realise	  that	  in	  their	  
view,	  the	  prospect	  of	  growth	  can	  be	  associated	  with	  both	  positive	  and	  negative	  changes.	  A	  number	  of	  factors	  	  that	  make	  
people	  go	  into	  business	  for	  themselves	  in	  the	  first	  place,	  or	  to	  enjoy	  the	  role	  as	  small	  firm	  owner-­‐managers,	  can	  be	  either	  
positively	  or	  negatively	  affected	  by	  growth.	  	  This	  leads	  to	  the	  research	  question:	  
	  
How	  do	  the	  expected	  outcomes	  of	  growth	  affect	  small	  firm	  owner-­‐managers	  willingness	  to	  grow	  their	  firms?	  
	  
How	  we	  investigated	  this	  
	  
A	  survey	  of	  the	  literature	  identified	  the	  eight	  critical	  growth	  consequences	  listed	  in	  Figure	  1.	  Three	  large	  phone	  survey	  
studies,	  each	  with	  several	  hundred	  owner-­‐managers	  running	  businesses	  with	  2-­‐49	  employees,	  were	  conducted	  in	  Sweden	  
in	  the	  late	  1980s	  to	  late	  1990s.	  Respondents	  were	  asked	  to	  imagine	  doubling	  the	  size	  of	  their	  firm	  and	  assess	  how	  this	  
would	  affect	  each	  of	  the	  eight	  factors.	  Their	  overall	  willingness	  to	  grow	  was	  assessed	  separately	  by	  asking	  whether	  they	  
saw	  a	  doubling	  of	  the	  firms’	  size	  over	  the	  coming	  five	  years	  as	  a	  “mainly	  positive”	  or	  “mainly	  negative”	  outcome,	  with	  
answers	  recorded	  on	  a	  7-­‐point	  scale	  ranging	  from	  “very	  negative”	  to	  “very	  positive”.	  	  
	  
FIGURE	  1.	  Influence	  of	  Expected	  Growth	  Consequences	  on	  Growth	  Willingness	  	  	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
	  
What	  we	  found	  
The	  results	  show	  that	  for	  all	  eight	  factors	  the	  whole	  range	  of	  expectations	  from	  strongly	  negative	  to	  strongly	  positive	  exist	  
in	  the	  population	  of	  small	  firm	  owner-­‐managers.	  Overall,	  there	  were	  slightly	  more	  negative	  than	  positive	  expectations,	  
although	  on	  the	  “overall	  willingness”	  measure	  the	  majority	  leaned	  in	  the	  positive	  direction.	  Looking	  at	  individual	  response	  
profiles	  it	  is	  clear	  that	  almost	  all	  owner-­‐managers	  expected	  both	  positive	  and	  negative	  consequences	  of	  growth.	  Thus,	  
Expected	  consequences	  regarding:	  
• Own	  workload	  
• Own	  work	  tasks	  
• Owner-­‐manager	  	  income	  
• Sense	  of	  independence	  
• Sense	  of	  supervisory	  control	  
• Employee	  well-­‐being	  
• Crisis	  vulnerability	  
• Product/Service	  Quality	  	  
 
Overall	  Growth	  Willingness	  
 
 
	  growth	  is	  a	  bit	  of	  a	  dilemma	  for	  them.	  The	  consequence	  associated	  with	  the	  most	  positive	  expectations	  was	  (not	  
surprisingly)	  owner-­‐manager	  income.	  The	  strongest	  negative	  views	  occurred	  for	  vulnerability.	  A	  large	  proportion	  of	  
owner-­‐managers	  believe	  it	  would	  be	  harder	  for	  the	  firm	  to	  survive	  a	  crisis	  if	  it	  were	  twice	  as	  large.	  Importantly,	  this	  is	  not	  
supported	  by	  other	  research:	  correlations	  between	  growth	  (or	  size)	  	  and	  survival	  are	  usually	  positive.	  	  
	  
As	  regards	  the	  influence	  of	  expected	  consequences	  on	  overall	  growth	  willingness	  the	  results	  show	  that:	  
• All	  eight	  factors	  are	  of	  some	  importance	  
• Expectations	  regarding	  the	  owner-­‐manager’s	  income	  from	  the	  business	  are	  not	  the	  dominant	  factor	  (this	  is	  also	  
true	  for	  “growth	  in	  the	  firm’s	  market	  value”	  which	  was	  examined	  in	  the	  last	  of	  the	  three	  studies)	  
• Overall,	  the	  most	  important	  factor	  is	  instead	  concerns	  for	  the	  employee’s	  well-­‐being	  –	  that	  is,	  the	  firm’s	  qualities	  
as	  a	  place-­‐of-­‐work	  –	  and	  this	  more	  often	  works	  as	  a	  growth	  deterrent	  rather	  than	  a	  growth	  motivator.	  
• These	  patterns	  were	  very	  stable	  across	  the	  three	  separate	  studies	  as	  well	  as	  across	  sub-­‐groups	  of	  firm	  by	  
industry,	  size	  class,	  and	  firm	  age.	  
	  
Directly	  comparable	  Australian	  data	  do	  not	  exist.	  However,	  we	  know	  from	  the	  CAUSEE	  study	  
(http://www.bus.qut.edu.au/research/ace/causee/)	  that	  the	  vast	  majority	  of	  Australian	  business	  founders	  prefer	  “small	  
and	  manageable	  size”	  to	  “as	  much	  growth	  as	  possible”.	  	  There	  are	  also	  American	  and	  Japanese	  studies	  that	  partially	  cover	  
the	  same	  issues	  and	  point	  in	  the	  same	  direction.	  Other	  research	  shows	  that	  the	  owner-­‐manager’s	  growth	  willingness	  
influences	  the	  actual	  growth	  of	  the	  business.	  All	  in	  all,	  there	  is	  reason	  to	  believe	  that	  the	  conclusions	  of	  the	  research	  
presented	  here	  are	  relevant	  for	  present-­‐day	  Australian	  firms	  as	  well.	  	  
	  
Business	  and	  Policy	  Advice	  
	  
Realising	  that	  growth	  can	  be	  a	  dilemma	  for	  small	  firms	  owner-­‐managers,	  policy	  makers	  can	  either	  focus	  on	  the	  subgroup	  
of	  firm	  owners	  who	  already	  have	  a	  strong	  preference	  for	  growth,	  or	  align	  measures	  with	  the	  true	  motivations	  of	  firm	  
founders.	  That	  is,	  the	  push	  for	  growth	  can	  be	  more	  indirect.	  For	  example,	  both	  policy-­‐makers	  and	  firm	  owners	  would	  
benefit	  from	  more	  profitable	  firms.	  Other	  research	  suggests	  that	  small	  firm	  growth	  is	  often	  mainly	  based	  on	  retained	  
earnings,	  and	  that	  sound,	  sustainable	  growth	  is	  achieved	  by	  firms	  that	  first	  show	  high	  profitability.	  
	  
Business	  founders	  should	  know	  that	  growth	  normally	  makes	  the	  firm	  less	  vulnerable.	  Other,	  more	  valid	  concerns	  can	  be	  
managed.	  Some	  managers	  successfully	  retain	  the	  highly	  motivating,	  family-­‐like	  character	  of	  the	  small	  firm	  by	  creating	  
semi-­‐autonomous	  divisions	  or	  daughter	  companies	  within	  a	  somewhat	  looser,	  corporate	  identity.	  Founders	  can	  also	  
carefully	  create	  the	  most	  suitable	  role	  for	  themselves	  as	  regards	  work	  load	  and	  work	  tasks	  –	  including	  the	  possibility	  of	  
stepping	  down	  as	  CEO	  if	  that	  type	  of	  task	  does	  not	  match	  their	  best	  talent	  or	  strongest	  passion.	  As	  main	  owners	  they	  can	  
still	  exert	  the	  ultimate	  power	  of	  last	  resort	  when	  this	  is	  called	  for.	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This	  research	  vignette	  was	  written	  by:	  Professor	  Per	  Davidsson,	  Director	  of	  ACE	  (http://staff.qut.edu.au/staff/davidssp)	  
	  Check	  the	  source	  &	  learn	  more	  from:	  	  	  
Wiklund,	  J.,	  P.	  Davidsson,	  et	  al.	  (2003).	  "What	  do	  they	  think	  and	  feel	  about	  growth?	  An	  expectancy-­‐value	  approach	  to	  
small	  business	  managers'	  attitudes	  towards	  growth."	  Entrepreneurship	  Theory	  &	  Practice	  27(3):	  247-­‐269.	  
http://eprints.qut.edu.au/5830/1/5830.pdf.	  See	  also:	  
Davidsson,	  P.	  (1989).	  "Entrepreneurship	  -­‐-­‐	  and	  after?	  A	  study	  of	  growth	  willingness	  in	  small	  firms."	  Journal	  of	  Business	  
Venturing	  4(3):	  211-­‐226.	   	  
